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Environment and Natural Resources Trust Fund

1. The Department of Natural Resources charged inappropriate salary expenditures to
the trust fund project.

The department charged 34 employee lump sum achievement awards to the groundwater sensi­
tivity mapping project, even though the affected staff did not work on the project. Individual
awards, including related fringe benefits, ranged from $1,145 to $1,812. The awards, which to­
talled $44,091, were for performance during fiscal year 1991. The department paid the awards
in January 1992. The staff worked in the waters division but not on the trust fund project. The
department paid the employees' regular salaries from the General Fund.

Recommendation

• The Department ofNatural Resources should reimburse the trustfundfor the
$44,091 in inappropriate expenditures.

2. The propriety of certain capital expenditures is questionable.

The Department ofNatural Resources purchased two minivans, at a cost of $25,605, and various
. computers, at a cost of $25,879, from project funds. Although we believe that the department

used the vehicles and equipment on project activities, we have various questions about the trans­
actions. LCMR program guidelines and the work plans did not specifically address the allow­
ability of capital expenditures for trust fund proj ects. Appropriate disposition of capital
equipment at the project's completion is a concern. It is unclear whether equipment purchased
with trust fund monies becomes the property of the department purchasing the equipment, or if

. the project can recover the remaining value of the assets from other sources.

In addition, we question whether the project obtained sufficient value from the user fees it paid
to the department's fleet management program. As of December 31, 1992, the project spent
over $2,300 on fleet management fees for the two minivans for four months activity. Fleet man­
agement records show that for the period June 1992 through September 1993, the project paid
$11,200 in usage fees. Because the project had purchased its vehicles outright, it was in a posi­
tion to benefit only from the maintenance services of the program, which amounted to approxi­
mately $2,000 during the 16 month period. However, the fleet management fees are structured
to recoup both capital and maintenance costs from vehicle users. It has been a cost effective
method for the department to retain its vehicle fleet on a long-term basis. However, (tf;.er pur­
chaisn~ its own vehicles, a shott-term project, such as the ground water sensitivity monitoring,
was eot able to obtain full value from participating in the fleet management program.

Thr:: appropriate means of obtaining fixed assets is a concern for short term projects. There are
various options, including purchasing or leasing needed equipment. Departments must deter­
mine the most cost efficient method of obtaining required assets. In addition, they must ensure
that an individual proj ect only incurs costs which represent its share of the asset's usage.
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Environment and Natural Resources Trust Fund

Recommendation

• The department shouldwork with LeMR to determine un equitable share of
capital costsfinanced with trust fund moneys.

Environmental Education Program

The purpose of this project is to complete a long term plan for the development and coordina­
tion of environmental learning centers.

Table 2-2
Environmental Education Program

Financial Status as of December 31,1992

Appropriation Amount

Expenditures:
Classified Salaries
Part-time Salaries
Rent
Professionalffechnical Services
Other

Total Expenditures

Unexpended Appropriation

$60,000

$13,720
24,183
6,342
6,000
2,392

$52,637

$ 7.363

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.

3. The department did not strictly follow statutory requirements relating to the
employment status of staff paid from trust fund moneys.

The Department ofNatural Resources used trust fund monies to pay three classified employees
for work on the environmental education project, contrary to statutory requirements. The em­
ployees were regular full time departmental employees in the planning office. The department
allocated salary charges of $13,720 based on an estimate oftime the employees spent on the pro­
j ect. The department transferred the salary charges from the General Fund, the regular funding
source for these employees. The department used current staff to perform thes~ duties rather
than hiring new unclassified employees.
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Environment and Natural Resources Trust Fund

Minn. Stat. Section 116P.09, Subd. 4, provides:

persons who are employed by a state agency to work on a project and are
paid by an appropriation from the trust fund or Minnesota future resources
fund are in the unclassified civil service, and their continued employment is
contingent upon the availability of money from the appropriation. When the
appropriation has been spent, their positions must be canceled and the ap­
proved complement of the agency reduced accordingly. Part-time employ­
ment of persons for a project is authorized.

The intent of this provision is to ensure that agencies do not have permanent classified employ­
ees on staff after a project has ended. Some agencies believe it may be more cost effective to
have current staff work a portion of their time on trust fund projects rather than hiring new staff.
The department believes the statutory provision applies only to new staff hired for the project
and not to all staff charged to the appropriation.

Recommendations

.. The Department ofNatural Resources shouldwork with LCMR to modify
statutory personnel requirements to provide more flexibility for part-time
employment. .

.. The department shouldallocate payroll expenditures based on actual hours
worked on individualprojects.

Minnesota County Biological Survey

The purpose of this project is to continue the biological survey in Minnesota counties. The sur­
vey began in 1987 in response to the need to determine the status of biological diversity in the
state.r;=========================;'1

Table 2-3
Minnesota County Biological Survey

Financial Status as of December 31, 1992

Appropriation Amount

Expenditures:
Classified Salaries
Unclassified Salaries
Other Payroll
Other

Total Expenditures

Unexpended Appropriation

$1,000,000

$ 1~,:iSU

477,991
22,087

___ 64,111
$582,369

$417631

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 3L 1992.

Mll
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Environment and Natural Resources Trust Fund

4. The department did not strictly follow statutory requirements relating to the employ­
ment status of staff paid from trust fund moneys.

The department funded a portion of the cost of two classified employees from the trust fund pro­
ject. The costs totalled $18,180 and included 25 percent of the salary of a computer program­
mer and 50 percent of the salary of a botanist. As discussed previously, Minn. Stat. Section
116P.09, Subd. 4 provides that persons paid by an appropriation from the trust fund should be in
the unclassified service. Again, the department wanted to use currently employed staff on the
project rather than hire new unclassified employees for a short time period.

Recommendations

• The Department ofNatural Resources shouldwork with LCMR to revise
statutory personnel requirements to provide more flexibility for part-time
employment.

• The department should allocate payroll expenditures based on actual hours
worked on individualprojects.

Rails-to-Trails

The purpose of this project is to acquire and develop trails on unused railroad property in
northern Minnesota.

Table 2-4
Rails-to-Trails

Financial Status as of December 31,1992

Appropriation Amount

Expenditures:
Land Purchase
Other

Total Expenditures

Unexpended Appropriation

$1.000,000

650,000
24,574

$ 674,574

$ 375.426

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.

Our review of activity through December 31, 1992 showed that costs were in compliance with
the budget plan.
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Environment and Natural Resources Trust Fund

Chapter 3. Board ofWater and Soil Res~urces Projects

Chapter Conclusions

Wefound problems with three ofthe six projects administered by the Board of
Water and Soil Resources. The board did not adequately document the grantee
selection process and did not nwnitor grantee expenditures for two projects. In
addition, we questioned whether expenditures totaling $46,756 complied witTz a
project's objectives.

The Board ofWater and Soil Resources received fundi~g of $2,060,000 for six trust fund pro­
jects for the 1991-1993 biennium. As ofDecember 31, 1992, it had spent $976,475 on these
projects.

Well Sealing Cost Sharing Grants

This project provides grants to counties for sharing the cost of sealing wells. It accelerates work
started under the Groundwater Protection Act of 1989.

Table 3-1
Well Sealing Cost Sharing Grants

Financial Status as of December 31,1992

Appropriation Amount

Grant Expenditures

Unexpended Appropriation

$750,000

665,000

. $ 85,000

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992

5. The Board of Water and Soil Resources did not appropriately document the review
process for project applications received after the initial review period.

The board awarded $233,000 in grants without completing the required review process. The
work plan provides that an interagency advisory group is to evaluate proposals. The committee
met and selected first round projects totalling $517,000. However, we found no evidence
that the advisory committee reviewed second round project applications for three of the four
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Environment and Natural Resources Trust Fund

counties tested. The committee decided not to meet as a group to evaluate these applications.
Instead, the program coordinator forwarded copies of the applications to committee members.
The coordinator said he received responses from the members and tried to put notes in the
county file indicating member comments. However, we found no evidence of this review for
three proj ects.

The advisory committee included representatives from tht;; Beard of Water and Soil Resources,
Pollution Control Agency, Department of~aturalResources, Department of Health and the
Minnesota Geological Society. Use ofa committee provides more independence and impartial­
ity in the selection process.

Recommendation

• For future projects, the Board ofWater and Soil Resources should document
required advisory group reviews ofall grant applications.

6. The Board of Water and Soil Resources has not exercised adequate oversight of the
well sealing project grants.

The board has not used effective cash management techniques in administering the well sealing
project grants. During the audit period, the board disbursed $665,000 to 37 counties. As pro­
vided in the project guidelines, itpaid the full grant amount at the beginning of the projects, af­
ter the parties signed the grant agreements. The grant funds were available for up to two years
from the effective date of the grant agreements. The board did not actively monitor the cash

'flow needs of these counties. By paying grant funds on an advance basis, the trust fund loses in­
vestment income on the monies. We think it would be more appropriate to provide funding on
an as needed basis, at least for grants over a specified minimum amount.

Also, counties have not submitted required reports to the board. The grant agreements require
each county to submit an annual status report, audit reports, and copies of sealed well reports
filed by contractors. The board has a responsibility to followup on delinquent reports. In addi­
tion, staff should review the reports to ensure the projects are proceeding as anticipated, expendi­
tures are appropriate, and grantees provide required match.

Recommendations

• The Board ofWater and Soil Resources should revise its cash management
procedures for grant programs, makingpayments on an as needed basis.

• The board should ensure that grantees submit required reports on a timely
basis.
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Erosion Control Cost Sharing Grants

This project funds grants to share the cost of conservation practices to control erosion and pro­
tect water quality including water quality practices that divert water from sinkholes.

Table 3-2
Erosion Control Cost Sharing Grants

Financial Status as of December 31, 1992

Appropriation Amount

Expenditures:
Grants
Other

Total Expenditures

Unexpended Appropriation

$250,000

$121,313
2,028

$123,341

$126.659

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.

7. The Board of Water and Soil Resources did not have appropriate project selection
controls.

The Board ofWater and Soil Resources did not follow a formal approval process for soil and
water conservation district applications for the erosion control sinkhole project. Generally, one
staff person approved the grants. The program coordinator forwarded copies of the applications
to a panel of hydrologists for review. However, they did not respond back with comments. Ac­
cording to the work plan, the board was to use a panel of hydrologists to develop application cri­
teria and screen and rank the accepted applications.

Recommendation

• The Board qfWater and Soil Resources shouldfollow requiredprocedures for
review ofproject applic-.ations.

Conservation Reserve Easements

The purpose of this project is to acquire perpetual easements with priority for wetland areas, to
enhance wildlife habitat, control erosion and improve water quality.

M 15
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As ofDecember 31, 1992, the board completed most paperwork for the easement acquisition,
but it had not made any easement payments. The landowners may elect payment in one lump
sum or up to four equal annual installments. Easement obligations totalled $441,630.

Table 3-3
Conservation Reserve Easements

Financial Status as of Decem!:ier 31., 1992

Appropriation Amount

Expenditures:
Unclassified Salaries
Legal Fees
Other

Total Expenditures

Unexpended Appropriation

$600,000

$ 57,961
46,756
1,525

$106,242

$493758

Source: Statewide Accounting System accounting reports and detailed trnnsactions as of
December 31,1992.

8. The propriety of certain costs charged to the conservation reserve easements project
is questionable.

The Board of Water and Soil Resources paid $46,756 in legal fees from the easements project al­
though the work plan does not discuss this cost. The board entered into an agreement with the
Office of the Attorney General for legal services. The board agreed to fund 75 percent of salary
and fringe benefits for an attorney to assist in implementation of resource conservation pro­
grams, including specifically the Reinvest in Minnesota (RIM) program. The Department of
Natural Resources agreed to pay the remaining 25 percent of these attorney costs.

The board allocated all of its share of the legal fees to the trust fund project even though the
work at times also related to the Reinvest In Minnesota program, which receives funding from
bond proceeds. Normally, when services benefit more than one program, costs should be allo­
cated to the various funding sources.

The project work plan provided that trust fund monies for the 1991-1993 biennium would fund
actual easement acquisitions ($479,000 budget) and an easement programs coordinator
($121,000 budget). The appropriation law and work plan do not discuss legal fees. In 1993, the
legislature added a provision to the project's subsequent appropriation prohibiting administra­
tive cost charges to the project.
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Recommendation

o The Board ofWater and Soil Resources should obtain aPprovalfrom LCMR to
charge legalfees to this project, or transfer the costs to another appropriate
funding source.

]

]

Easement Acquisition on Restored Lands

The purpose of this project is to contract with the U.S. Fish and Wildlife Service and the Izaak
Walton League to acquire permanent easements on federally restored lands. The Fish and Wild­
life Service and the League are to provide required match.

Cannon River Watershed Grants

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31,1992

Table 3-4
Easement Acquisition on Restored Lands
Financial Status as of December 31,1992

The board had made no expenditures as ofDecember 31, 1992. However, it had written agree­
ments with 19 landowners. Obligations totalled $399,760. Expenditures could take up to four
years to complete.

$400,000

o
$400,000

Appropriation Amount

Expenditures

Unexpended Appropriation

This project is to provide research and demonstration grants to counties consistent with the com­
prehensive local water management program as part of the Cannon River watershed protection
program,

J
]

]

I
I
I
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Table 3-5
Cannon River Watershed Grants

FimmdaI Status as of December :H, 1992

$60,000

60000

Appropriation Amount

Grant Expenditures

Unliquidated Appropriation $ o
Source: Statewide Accounting System accounting reports and detailed transactions as of

December 31 1992,
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Our review of activity through December 31, 1992 showed that costs were in compliance with
the budget plan.

River Basin Water QuaIityMonitoring

This is a Pollution Control Agency project to conduct assessments of non-point sour~e pollution
in the Minnesota River Basin. PCA granted a portion of the appropriation to the board. This
portion funds a part time employee at the board who serves as project coordinator.

Table 3-6
River Basin Water Quality Monitoring

Financial Status as of December 31,1992

Grant Receipts

Expenditures:
Part-time Salaries
Other

Total Expenditures

Unexpended Grant Receipts

$ 32,600

$ 21,165
727

$21,892

$10708

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.

Our review of activity through December 31, 1992 showed that costs were in compliance with
the budget plan.
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Chapter Conclusions:

Environmental Education Program

Chapter 4. Department ofEducation Projects

$730,000

$ 19,461
69,110
83,967
37,236

7,677
216,000
30,"98

$464.049

$265.951

Appropriation Amount

Expenditures:
Classified Salaries
Unclassified Salaries
Other Payroll
Professional Technical Services
Purchased Services
Grants
Other

Total Expenditures

Unexpended Appropriation

We have concerns about the two trust fund projects administered by the Depart­
ment ofEducation. We believe the department did not exercise adequate over­
sightfor the grant portion ofthe projects. In addition, we question whether
selected expenditures complied with statutory and administrative guidelines for
the two projects.

Table 4-1
Environmental Education Program

Financial Status as of December 31,1992

The Department ofEducation had two projects, incorporating several individual appropriations,
for the 1991-1993 biennium. The Legislature allocated $830,000 for the proj ects. As of
December 31, 1992, the department had spent $564,049.

This project has several environmental education objectives, including development of a state­
wide environmental education plan. The statewide plan will integrate the plans, strategies, and
policies of the Department ofEducation, post-secondary institutions, the Department ofNatural
Resources and other deliverers of environmental education.

J

I

I
I

I

J
J
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I
I
f

r

Source: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.
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9. The Department of Education has not exercised adequate oversight for environmental
education grants to nonstate entities.

The Department ofEducation has not been monitoring the pass-through grants to the Audubon
Center ($85,000 appropriation; $81,000 expenditures), the Community Education Association
($30,000 appropriation; $25,000 expenditures) and the pilot school districts who are developing
new curriculum ($110,000 expenditures). The department paid funds ~0 the grantees based on
staggered payment dates established in the grant agreement. However, the payments were not
based on costs incurred. Once the department paid the grant funds, it did not monitor whether
expenditures were appropriate. It did not require grantees to submit expenditure status reports.
The grantees were required to submit semiannual project status reports directly to LCMR. How­
ever, we believe the department, as recipient of the appropriation, has a responsibility to monitor
grantee performance. To help ensure that projects are progressing as anticipated, the department
should require grantees to periodically report on expenditures. Staff should review the reports
for compliance with established budgetary requirements and program guidelines.

Recommendation

• The Department ofEducation should establish a process to review grantee
expenditures for propriety.

10. Selected project expenditures did not comply with statutory or administrative proce­
dures.

Contrary to statutory provisions, the department partially funded a classified employee from the
environmental education plan project. The department charged one-third of an administrative
secretary's salary to the trust fund account. Minn. Stat. Section 116P.09, Subd. 4 provides that
persons paid by an appropriation from the trust fund should be in the unclassified service.
Rather than hire another employee to perform secretarial duties, the department funded a portion
of a current classified employee's salary from the project.

Also, the department exceeded 'contract limits by $405 when paying a consultant for travel ex­
penses. The department's spending plan allows honorarium payments not to exceed $5,000 per
vendor, including expenses. The department paid a consul~t for actual expenses, which ex­
ceeded the honorarium contract limit. The department subsequently hired the consultant as Pro­
j ect manager.

Recommendations

• The Department ofEducation should work with LeMR to modify statutory
personnel requirements to provide more flexibility for part-time employment.

• The department should ensure all payments comply with contract provisions.

M20



I
Environment and Natural Resources Trust Fund

Video Education Research and Demonstration Project

The purpose of this project is to develop a video education demonstration project and a model
for a statewide video environmental education communication network. As provided in the ap­
propriation, the department granted project funds to Twin Cities Public Television.

Table 4-2
Video Education Research and Demonstration Project

Financial Status as of December 31, 1992

Appropriation Amount

Grant Expenditures

Unexpended Appropriation

$100,000

(lOO,OOQ)

$ 0

Sowce: Statewide Accounting System accounting reports and detailed transactions as of
December 31, 1992.

11. The Department of Education did not adequately monitor the grant to Twin Cities
Public Television.

The department has not established appropriate cash management and expenditure control proce-
. dures for this grant. For example, the department paid the grantee $100,000 on August 15,

1991. However, the grantee reported expenses totaling only $27,320 as ofDecember 16, 1991.
This is poor cash management for the state. The state could invest excess trust fund monies un­
til needed for expenditure by the grantee.

The grant agreement states that Twin Cities Public Television will report to the department. The
grantee submitted a financial report and summary of progress in December, 1991. The report
states that the grantee will submit quarterly reports. However, the department received no fur­
ther reports.

Recommendations

.. The Department ofEducation should revise its cash managementprocedures
for grant programs, makingpayments on an as needed basi.~.

.. The department should ensure that grantees submit appropriate expenditure
reports on a timely basis.

M 21



Environment and Natural Resources Trust Fund

171;s page ;ntenr;onafly left blank.

M22

", ..



GROUNDWATER SENSITIVITY MAPPING

DNR INFORMATION
(612) 296-6157

STATE OF

~~rn~©U~

...... DEPARTMENT OF NATURAL RESOURCES

November 8, 1993

500 LAFAYETIE ROAD, ST. PAUL, MINNESOTA 55155-4037

Dear Mr. Nobles:

James Nobles, Legislative Auditor
Office of the Legislative Auditor
1st Floor centennial Building
658 Cedar. street
st. Paul, Minnesota 55155

The purpose of this letter is to respond to the audit report of
the Environmental and Natural Resources' Trust Fund programs
administered by the Department of Natural Resources' for the
period July 1, 1991 through December 30, 1992.

Salary Expenditures
The Division of Waters purchased a seismograph, from general
operations funding, before project monies were available. By
purchasing this equipment early they were able to take full
advantage of the first field season of this project. Achievement
awards that would have been paid from general operations were
paid from the project monies.

This expenditure may have been inappropriate from an accounting
standpoint and this is not the usual way we do business.
However, the decision to accelerate the project was, we believe,
appropriate from a resource management perspective in that it
directly benefitted trust fund projects. In fact significant
general operations monies have been used to support this project .

. Equipment Purchases
~As stated, the vehicles were purchasp~ ~nd assessed a monthly
fleet rate. In accordance with fleet policy, any expansion to
the flee~ must be initially financed by the unit; the monthly
rates are intended to cover the replacement of the vehicles. We
concur that handling equipment pu~chases for short term projects
presents special problems. However, given the magnitude of our
operations it is unrealistic to maintain mUltiple administrative
"infrastructures".

OFFICE OF THE
COMMISSIONER
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James Nobles
Legislative Auditor
November 8, 1993
Page 2

Additionally, we do not
as short term; this two
of a ten year project.
equipment purchases are

view the Groundwater Sensitivity prvgram
year appropriation represents a segment
Viewed in the long term context, the
entirely appropriate.

ENVIRONMENTAL EDUCATION PROGRAM
The salary costs of several current staff were allocated to this
project. This practice occurs where it is more efficient and
cost effective to use current employees rather than hire new
staff. The audit states that the intent of the statute is to
ensure that staff is hired only for the duration of the project
funding. The charging of salary costs of Existing employees does
not violate this principal.

MINNESOTA COUNTY BIOLOGICAL SURVEY
Again, we charged salary costs of existing employees rather than
hiring new unclassified employees for a short term project. This
practice is most cost efficient and does not violate the intent
of the statute.

It is apparent that our interpretation of the statute on this
matter differs and therefore it may be helpful to get it
clarified.

R dney W. Sando
Commissioner

cc: Gene Gere
Al Yozamp
John Bouthilet
Kent Lokkesmoe
Bill Becker
Dick Hassinger
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ISouthbridge Office Building
155 S. Wabasha Street
Suite 104

1St. Paul, MN 55107
(612) 296·3767
Fax (612) 297·5615

IField Offices

Northern Region:

394 S. Lake Avenue
Room 403
Duluth, MN 55802
(218) 723·4752
Fax (218) 723·4794

l 3217 Bemidji Avenue N.
Bemidji, MN 56601
(218) 755·4235

I
Fax (218) 755-4201

217 S. 7th Street
Suite 202
Brainerd, MN 56401-3660

I (218) 828·2383
Fax (218) 828-6036

I
Sou!hern Region:

P.O. Box 756
Highway 15 S.
New Ulm, MN 56073
(507) 359-6074I Fax (507) 359·6018

1200 S. Broadway
Room 144
Rochester, MN 55904
(507) 285-7458

P.O. Box 267

I
1400 E. Lyon Street
Marshall, MN 56258
(507) 537·6060
Fax (507) 537-6368

IMetro Region:

Southbridge Office Building
155 S. Wabasha Street
Suite 104
Sl. Paul, MN 55107
(612) 296-3767
Fax (612) 297-5615

An Equal
Opportunity Employer

Printed on recycled paper

November 10, 1993

Mr. James Nobles, Legislative Auditor
Office of Legislative Auditor
Centennial Office Building
St. Paul, MN 55155

Dear Mr. Nobles:

We have received the audit of the six projects we administered under the
Environment and Natural Resource Trust Fund for FY92 and FY93. Thank you for
the opportunity to comment on those findings.

Recommendation #5 - The BWSR did not appropriately document the review
process for project applications received after the initial review period.

Recommendations

For future projects, the BWSR should document required advisory group
reviews of a/l grant applications.

Response:

• The advisory group was heavily involved in evaluating applications.
Meetings were not formal and often were conducted over the phone with
individual members or the group on a conference call basis.
Recommendations and evaluations of the advisory group was utilized. In
the future, we will attempt to formalize these meetings, or at a minimum,
document their finding and recommendations.

Recommendation # 6 - The BWSR has not exercised adequate oversight of the
well sealing project grants.

Recommendations

The BWSR should revise its cash management procedures for grant
programs making payment on an as needed basis.

The BWSR should ensure that grantees submit required reports on a timely
basis.

Response:

.. The technique of grant advance payments versus reimbursement paymeClts
continues to be a point of debate. In most cases, one method is more
appropriate than the other. One of the goals of BWSR is to empower
LGU's (Local Governmental Units) to act on environmental concerns, rather
than react to them. One proven method of doing that is to get the
resources (cash and technical support) to them as soon as possible.
Working on a reimbursement basis would greatly increase costs in the
administrative area.
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We made great efforts to ensure timely reporting from the counties. In fact,
91 % of the recipients met the requirements. Only 4 of 45 the counties were
delinquent at the time of this audit. One of the projects started late and
had nothing to report at the time of the audit. We will continue to monitor
those projects outstanding and continue sending reminder letters as we
have done in the past.

y ~ i'~ '/[.;::::
.;:; ,U20-4i
'~':&'4
V\in~ta
Ooardot
Water& Soil
Resources

Southbridge Office Building
155 S. Wabasha Street
Suite 104
S1. Paul, MN 55107
(612) 296-3767
Fax (612) 297-5615

Recommendation #7 - The BWSR did not have appropriate project selection
controls.

Recommendations

Field Offices
The BWSR should follow required procedures for review of project
applications.

Northern Region:

394 S. Lake Avenue
Room 403
Duluth, MN 55802
(218) 723-4752
Fax (218) 723-4794

3217 Bemidji Avenue N.
Bemidji, MN 56601
(218) 755-4235
Fax (218) 755-4201

217 S. 7th Street
Suite 202
r,'ainerd, MN 56401-3660

3) 828-2383
..x (218) 828·6036

Response:

• Basically, this recommendation and our response are stated under #5. We
did follow the work plan and a panel of hydrologists was utilized to develop
criteria and screen and rank applications. While there was only one formal
meeting of the panel, there were many informal meetings and discussions.
The BWSR did approve the initial allocations and not one staff person as
stated. In the future, we will attempt to formalize and document our
procedures and findings in an acceptable form.

Recommend'ation #8 - The propriety of certain costs charged to the
conservation reserve easement project is questionable.

Southern Region:

P.O. Box 756
Highway,15 S.
New Ulm, MN 56073
(507) 359-6074
Fax (507) 359·6018

Recommendations

• The BWSR should obtain approval from LeMR to charge legal fees to this
project, or transfer the costs to another appropriate funding source.

Response:
1200 S. Broadway
Room 144
Rochester, MN 55904
(507) 285-7458

P.O. Box 267
1400 E. Lyon Street
Marshall, MN 56258
(507) 537-6060
Fax (507) 537-6368

Metro Region:

Southbridge Office Building
155 S. Wabasha Street
Suite 104
St. Paul, MN 55107
(612) 296-3767
Fax (612) 297-5615

Equal
Opportunity Employer

Printed on recycled paper

• While it is true the approved work plan did not list legal fees, it did not
exclude them either. There are many components of administrative costs
in acquiring RIM Easements. Professional Services necessary include
attorneys, Realty Specialists, Accounting Personnel and Engineers. We did
not charge any of these salary costs to this particular RIM project. They
were paid from general and bond fund sources. While all of the legal fees
were charged here, the total chargeable administrative costs would have
been much greater. In the future, work plans will be more explicit in
chargeable costs and we will attempt to allocate all costs to all components
of a program.

Thank you again for the opportunity to respond to your audit findings. We look
forward to audits of all our program areas to ensure that legislative and agency
goals are being achieved in an acceptable, efficient manner. If you have anyturthe: ~~e,:. ~~ience

:./-"~'rf",q;arn~
ctor
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---MINNESOTA DEPARTMENT OF

EDUCATION
~ . ' ':' - . '. . . . ....-

Capitol S~uare 550 Cedar Street
Saint Paul, Minnesota 55101 612/296-6104

November 9, 1993

Mr. James Nobles
Legislative Auditor
Office of the Legislative Auditor
Centennial Building
St. Paul, MN 55155

Dear Mr. Nobles:

Enclosed is the Department of Education's written response to the legislative audit
of the Environmental and Natural Resources Trust Fund projects administered by
the Department of Education for the period July 1, 1991 through June 30, 1992.

If you have any questions regarding the contents of this response, please contact me
at 296-2358.

Sincerely,

/ezL~Lj)
~t,Linda Powello Commissio~er

Minnesota Department of Education

LP:MP:do

EnclosuJ.e
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Minnesota Department of Education's Response
to the

Legislative Audit of Environmental and Natural Resources
Trust Fund Project

Response to #9. The Department of Education has not exercised adequate oversight
for environmental education grants to nons tate entities.

a. At the onset of these projects in July 1991, the Department's pass through
grants manager and two other Department administrators were directed
by the LCMR staff that the Department of Education was to provide
administrative pass-through services to the grantees for the LCMR staff.
Department staff were directly told they were not to act as monitors and/or
enforcers. Department staff followed these directions.

b. According to the directions from the LCMR Approved Workplan, the
manager required the .Sa grant projects to submit a written financial report
and summary of progress every six months. Those reports were combined
(State Plan, Model Curriculum, DNR Study, Community Education and
Audubon Center) into a single report format as specified by LCMR staff and
submitted to their offices.

In addition, during the period July I, 1991 and June 3D, 1992, the group of five
project managers and the Department's grants manager met quarterly in
three separate meetings of three to four hours with LCMR staff present to
report on project progress as well as to assure that the varioqs projects
efforts were able to integrate into the state plan project.

The four additional grants to which the Department provided pass through
services were instructed by the LCMR staff to submit their project progress
reports directly to their offices.

c. The Department of Education disagrees with the auditor's report statement
that the pilot sites were "not monitored". From January, 1991 through May
and in July. The pilot site teams met monthly for a day with the Depart­
ment's project manager to report progress, receive specific training in
curriculum and assessment, and to discuss concerns, issues, etc. Further,
each site was directed to provide a six-month progress report to the
Department. Finally, an outside evaluator conducted on-location
evaluations at each site and wrote a report to the Department. During
the last six months of the project, the project manager made site visits,
conducted a two-day site meeting and compiled and published a
curriculum model from the pilot sites' work. This was the scope of the
"monitoring" the Department promised to do in its approved work plan.
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Finally, the Department of Education regularly applies a process to review
grantee expenditures for propriety and serves as a monitor when required
to do so.

Response to #10. Selected project expenditures did not comply with statutory or
administrative procedures.

a. The Department of Education agrees that we should work with the LCMR
to modify statutory personnel requirements to provide more flexibility for
part-time employment.

b. A consultant's travel expenses exceeded the honorarium limits by $405
because of direction from the Office of Environmental Education, Advisory
Board to conduct additional meetings around the state. When submitting
these expenditures for payment in December, the manager included an
acceptable written justification for the additional cost. As a result of the
consultant's work on this project, the consultant was hired as a project
manager the next month and continued in that role until June 30, 1993.

Response to #11. The Department of Education did not adequately monitor the
grant to Twin Cities Public Television.

a. The Department of Education employs cash management procedures for all
of it's grants programs, making payments based on evidence of results as
specified by the grant agreement. However, in this round of LCMR grants,
Department staff was instructed by the LC:rv.m. staff that we were a pass­
through agency, not a monitoring and enforcing agency. In serving as a
pass-through agency for LCMR projects, the Department will work directly
with LCMR staff to clarify the expectations of providing pass-through services
to ensure fiscal accountability.

b. Of the nine LCMR projects managed by the Department of Education, four
projects including Twin Cities Public Television sent required progress
reports directly to LCMR offices. We received no feedback on any of these
reports. "

M 29



Legislative Commission on Minnesota Resources
100 CONSTITUTION AVENUE / ROOM 65/ STATE OFACE BUILDING. ST. PAUL, MINNESOTA 55155-1201 • (612) 296-2406

JOHN R. VELIN
Director

November 23, 1993

Commissioner Rod Sando
Department of Natural Resources
500 Lafaye~te Road
St. Paul, Minnesota 55155

Dear Commissioner Sando:

RE: Legislative Audit - Trust Fund 1991

Before delving into the other aspects of the Audit report, I
wish to deal squarely with the Achievement awards issue. Please
reimburse the Trust Fund immediately for the $44,091 paid from
the Trust Fund appropriation in ML 91 Ch. 254, Art. I, Sec. 14.

We expect a certain amount of regular budget support for
LCMR recommended programs. This has always been the case. I
believe you understand and appreciate this fact, and thus
continue to accept appropriations from the Trust Fund and
Minnesota Future Resources Fund. Certainly in many cases the
regular budget projects and LCMR projects enjoy a symbiotic
relationship. The closeness of the relationship should not,
however, impede a rigorous execution of the appropriation laws.

The Trust Fund popularity emphasizes the need for
sensitivity to appropriateness of expenditures. While I feel that
all expenditures of state money should be above reproach, it is
especially important for the Trust Fund to go one step further
and avoid any action that even raises the suspicion of
impropriety.

There is significant criticism abr0~d regarding the alleged
favoritism of LCMR toward state agencIes in making allocations
from the TrlJst Fund. I believe that without expeditious solutions
to the problems raised, that criticism will gain momentum, to the
detriment of many good projects.
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Page 2
November 23, 1993
Commissioner Rodney Sando

Please complete the reimbursement and send something to the
LGMR office that demonstrates that action. Th~nks for your prompt
attention to this matter. The LCMR staff will be in touch
regarding other findings of the report.

Represen ative Phyllis Kahn,
Chair LCMR

cc: LCMR Members
Senator Roger.Moe
Represen·tative .Irv Anderson
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Legislative Commission on Minnesota Resources
100 CONSTITUTION AVENUE I ROOM 65/ STATE OFFICE BUILDING. ST. PAUL, MINNESOTA 55155-1201 • (612) 296-2406

JOHN R. VELIN
Director

November 23, 1993

TO: LCMR Members

FROM: Representative Phyllis Kahn, Chair ~~,

Subject: Legislative Auditor Report on 1991 Trust Fund
appropriations

1. I want you to know what we have done already, what we are
working on and some expectations in terms of outcome and timing.

2. ACTION
Today I directed a letter to DNR requesting they reimburse

the Trust Fund immediately for the $44,091 in achievement awards
paid to staff not working on the Ground Water Sensitivity
project.

3. WORKING ON
LCMR was not the subject of the audit, so we have not yet

investigated the problems raised. Staff will meet with
appropriate people at the Auditor and state agencies to further
explore the specific problems as well as to understand the
systemic problems. It appears about 10% of the appropriation
amount examined raised a concern.

The unclassified staff problem seems thorny and perhaps a
revision to the statute is in order. The basic provision has been
in place since the 60' s when personnel management was quite
different. Clearly the underlying purpose continues, that is, to
avoid creation of long term employment obligations for the state.
However, some provision should be made to use the most appropriate
people for a task even from among existing employees, consistent
with the underlying purpose.

4. EXPECTATIONS
Staff will report to the Commission on actions taken and

additional actions recommended. We may at that time ask the
Auditor to explain the report to the LCMR and comment on the
actions taken or recommendations developed by staff

5. ACTIONS ALREADY IN PLACE
EXPENDITURE REVIEW. Several of the deficiencies deal with

cash management and expenditure review on pass through projects.
This was fixed in the '93 appropriations by requiring the agencies
to "contract with ••• " the recipient and further by making those
contracts on a reimbursement basis. This assures that no cash flows
out until a performance is achieved. Dual purposes are served:
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November 23, 1993
LCMR Members

retention of cash for investment earnings, and expenditure review
for compliance prior to liquidation. So far in this biennium, this
is working well.

CAPITAL EQUIPMENT. For the '95 RFP just released, the items
eligible for expenditure are spelled out and the proposals must
include a justification for equipment purchases as well as
disposition post project in addition to the reimbursement feature
described above.

6. I hope to schedule a meeting before the end of the year at which
we can debate the merits of the staff suggested actions.

cc: Senator Roger Moe
Representative Irv Anderson
Jim Reinholdz, House Appropriations Committee
Greg Knopff, Senate Finance

91proj\audit913
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